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Report of Independent Certified Public Accountants

Board of Directors
Flagstar Bank 401(k) Plan

We have audited the accompanying statements of net assets available for benefits of Flagstar
Bank 401(k) Plan (the Plan) as of December 31, 2002 and 2001, and the related statements of
changes in net assets available for benefits for each of the three years in the period ended
December 31, 2002. These financial statements are the responsibility of the Plan’s management.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the net assels available for benefits of the Plan as of December 31, 2002 and 2001, and the
changes in net assets available for benefits for each of the three years in the period ended
December 31, 2002 in conformity with accounting principles generally accepted in the United
States of’ America.

Our audits were made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplemental schedule of assets hecld for investment purposes as of
December 31, 2002, are presented for the purpose of additional analysis and are not a required
part of the basic financial statements, but are supplementary information required by the United
States Department of Labor Rules and Regulations for Reporting and Disclosure under the
Employee Retirement Income Security Act of 1974. This supplemental schedule is the
responsibility of the Plan's management. The supplemental schedule has been subjected to the
auditing procedures applied in the sudit of the basic financial statements and, in our opinion, is
fairly stated in all matcrial respects in relation to the basic financial statements taken as a whole.

Yot Thirdta. cLP

Southfield, Michigan
July 10, 2003




Flagstar Bank 401(k) Plan

Statements of Net Assets Available for Benefits

December 31, 2002

Assets
Investments - at fair value
Flagstar Bancoxp, Inc. common stock
Mutual funds
Money market funds
Participant loans

Tolal investments
- Receivables:
Employer contributions
Participant contributions
Other
Total receivables
Total assets
Liahilities
Refundable contributions
Other
Total Labilities

Net assets available for benefits

The accompanying notes are an integral part of these statements.

2002 2001
$ 8419464 § 4,709,252
19,640,256 16,133,075
4,321,108 3,390,340
1,049,376 997,136
33,430,204 25,229,803
- 676
- 1,184
62,555 593
62,555 2,453
33,492,759 25,232,256
9,942 22,424
1,758 -
11,700 22,424
$33,481.059 $25,209,832




Flagstar Bank 401(k) Plan
Statements of Changes in Net Assets Available for Benefits
For the years ended December 31, 2002, 2001 and 2000

2002 2001 2000
Additions to net assets attributed to: |
Investment income (Joss): :
Net (depreciation) appreciation .
in fair value of investments $(1,439,391) § (924,888) $ 1,521,167
Interest and dividends 262,931 264,717 . 195,157
Total investment income (Joss) (1,176,460) (660,171) 1,716,324
Contributions: '
Participant 6,882,892 3,132,816 2,152,250
Employer 3,039,386 1,511,765 1,098,646
Rollovers 526,104 .239,159 274,659
Total contributions 10,448,382 4,883,740 3,525,555
Other - 347 -
Total additions 9,271,922 4,223,916 5,241,879
Deductions from net assets: '
Participant benefits paid (977.821) (1,187,938)  (745,256)
Administrative fees (21,116) (6.648) (4,456)
Other (1,758) - -
Total deductions (1.000,695) (1,194.586) (749,712)
Net increase 8,271,227 3,029,330 4,492,167
Net assets available for benefits:
Beginning of vear 25,209,832 22,180,502 17,688,335
End of year $33.481.059 $25,209.832 $22.180,502

The accompanying notes arc an jiptegral part of these statements,
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Flagstar Bank 401(k) Plan
Notes to Financial Statements
December 31,2002 and 2001

Note A - Description of the Plan

The following description of the Flagstar Bank 401(k) Plan (the “Plan™) provides only general
information. Participants should refer to the Plan agrecment for a more complete description of

the Plan's provisions.

General

The Plan is a defined contribution plan covering all employees of Flagstar Bancorp, Inc. (the
*Company™) who have met the eliglbi]_i% service requirement and have attained the age of 21.
An emgloyee is eligible to participate in the Plan after three months of service in 2002. For 2001
and 2000, an employee was cligible to participate in the plan afier one year of service. The Plan
provides for discretionary Company contributions which_are allocated to a participant's
individual account based upon a formula specified in the Plan. The Plan is subject 10 the
provisions of the Employee Retirement Income Security Act of 1974 (“ERISA”), as amended.

Contributions

Eligible employees may contribute up 10 15% in 2002 and 6% in 2001 and 2000 ($11,000 in
2002 and $10,500 in 2001 and 2000, resmcﬁvely% per annum, of their eligible compensation to
the Plan. The Company matches employee contributions up to 3% per annum of the employee's
compensation and may make discretionary contributions to the Plan. No discretionary
contributions were made.

Vesting
Participants are immediately vested for their voluntary contributions. Vesting in the Company
coptributions and related eamnings is based on years of service in accordance with the following
schedules:

Effective Jannarﬂ,’ 2002 ‘ Effective 2001 and Prior
Years of Service Vesting Percentage Years of Service Vesting Percentage
Less than one year 0% Less than 3 years 0%
One year 20% Three Years 20%
Two Years 40% IFour Years 40%
Three years 60% Five Years 60%
Four years 80% Six Years 80%
Five Years 100% Seven Years 100%

Participants Accounts ‘
Each participant's account is credited with the participant's contribution, the Company
contribution made on the employee's behalf and an allocation of plan eamnings based on the
employee's account balance. The benefit to which a participant is entitled is the benefit that can
be provided from the participant's vested account.

All contributions are invested in accordance with the participant’s directive.

Participant Loans

Participant Joans are permitted by the Plan. Participants may borrow up to the lesser of $50,000
or 50 percent of the gartlci ant’s vested account balance, reduced by the highest outstanding loan -
balance in the preceding 12 months. All loans must be repaid in level payments through after-tax
payroll deductions over a five-year period or up to 10 ycars for the purchase of a primary
residence. The loans are collateralized by up to 50% of a participant’s account balance and bear
interest at rates ranging from 5.25% - 10.50%, as determined by the Plan administrator.
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Flagstar Bank 401(k) Plan
Notes to Financial Statements - Continued
December 31, 2002 and 2001

Note A - Description of the Plan (Continued)

Payment of Benéfm

Upon termination of services, retirement, attainment of age 59-1/2, death or disability, the
participant or his or her beneficiaries are entitled 1o receive a distribution based on the vested
amount of his or her account. A participant may also receive a distribution of his or her vested
account balance in the case of financial hardship subject to the discretion of the Plan's
administrative coromittee. Bepefits are recorded when paid.

Forfeitures

If a participant lerminates employment, any non-vested portion of the participant’s account is
forfeited. " Forfeitures are applied to reduce the contributions of the Company. Forfeited
nonvesied accounts totaled $71,000 at December 31, 2002 and $66,000 at December 31, 2001.
Note B - Accounting Policies o

A summary of the significant accounting policies consistently applied in the preparation of the
accompanying financial statements follows.

Basis of Accounting

The accompanying financial statements have been pr?ﬁ)ared using the accrual method of
accounting in accordance with accounting principles generally accepted in the United States.

Use of Estimates

In preparing financial statements in conformity with generally accepted accounting principles,
management is required 10 make estimates and assumpticns that affect the reported amounts of
assets and liabilities and the disclosure of coptingent assets and liabilities at the date of the
financial statements and additions and deductions from net assets during the reporting period.
Actual results could differ from those estimates.

Investment Valuation and Income Recognition

Investments are stated at fair value based upon the cwrrent quoted market prices. Purchases and
sales of securities are recorded on a trade-date basis. Interest income is recorded on an accrual
basis. Dividends are recorded on the ex-dividend date.

Risks and Uncertainties

The Plan provides for various investment options in any combination of equity securities, bonds,
fixed income securities and other investments with market and credit risks. Due to the level of
risk associated with certain invesunent securities, it is at least reasonably possible that changes in
the values of investment securities will occur in the near term and that such changes could
materjally affect participants’ account balances and the amounts reported in the statement of net
asscts available for benefits.




Flagstar Bank 401(k) Plan
Notes to Financial Statements - Continoed

December 31, 2002 and 2001

Note C — Investments

The following presents investments that represent 5 percent or more of the Plan’s assets.

Number Fair
December 31, 2002 of Shares Value
Flagstar Bancorp, Inc. Common Stock 389,790.00  $8,419.464
{/;deli I%ﬁietzirsexmant Government Money Market 3,685,855.60 3,685,855
0 un
Fidelity Dividend Growth Fund 172,638.96 3,853,302
Fidelity Growth Company Fund 99.611.22 3,528,229
Fidelity Mid-Cap Stock Fund 152.,649.70 2,482,084
Spartan U.S. Equill'y Index Fund 86,422.35 2,692,056
Fidelity US Bond Index Fund 151,220.59 1,699,719
- Number Fair
December 31, 2001 of Shares Value
Flagstar Bancorp, Inc. Common Stock 233,942.00  $4,709,252
Fidelity Retirement Government Money Market 3,055,594.48 3,055,594
Mutual Funds
Fidelity Dividend Growth Fund 132,379.24 3,750,304
Fidelity Growth Company Fund 68,034.20 3,620,780
Fidelity Mid-Cap Stock Fund 119,177.56 2,689,838
Spartan U.S. Equity Index Fund 68,233.61 2,773,014

Note D - Parties In Interest

Pursuant to the Plan agreement, & portion of the administrative expenses of the Plan may be paid
by. the Company at the Company’s discretion and this amounted to $92,000, $55,000 and
$31,000 in 2002, 2001 and 2000, respectively. In addition, the Plan trades in the common stock
of the Company.

Note E - Plan Termination

Although it has not expressed any intent 10 do so, the Company has the right under the plan to
discontinue its contributions at any time and to terminate the plan subject to provisions of
ERISA. In the event of termination of the Plan, the assets of the Plan shall be distributed to all

articipants to the extent of the value of each participant's account after adjustment for
Eqm’daﬁon expenses which were not paid by the Company.

Note F ~ Tax Status

The Internal Revenue Service has determined and informed the Company by a letter dated
January 16, 2002, that the Plan and related trusts are designed in accordance with applicable
sections of the Internal Revenue Code (IRC). The Plan was amended cffective January 1, 2002,
subsequent to the application for favorable determination which generated the favorable TRS
determination letter referenced above. However, the Plan administator believes that the Plan is
designed and is currently being operated in compliance with the applicable requirements of the

IRC.
8



Flagstar Bank 401(k) Plan
Notes to Financial Statements - Continued

December 31, 2002 and 2001

Note G - Reconciliation of Form 5500 to the Financial Statements

The following is a reconciliation of net assets and the statement of changes available for benefits

per the financial statements to the Form 5500.

Net assets per financial statements
Refundable contributions

Other

Net assets per Form 5500
Conwibutions per financial statements
Refundable contributions

Other

Contributions per Form 5500

Corrective distributions per financial statements
Prior year contributions refunded

Corrective distributions per Form 5500

Other assets per financial statements
Other

Other assets per Form 5500

2002 2001 2000
$33,481,059 $25.209,832 $22,180,502
9,942 22,424 .
- - 347
$33.491.001 $25232.256 $22.180.849
$10,448,382 § 4,883,740 § 3,525,555
9,942 22,424 _
- - 347
£10.458.324 $ 4.906.164 § 3.525.902
- 3 - 8 -

22,424 ; -

$ 22424 § -3 -
$ - 347 $ -
- (347) -

$ -8 -8 -
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Flagstar Bank 401(k) Plan

Schedule of Assets Held for Investment Purposes

December 31, 2002
Fair
Description Value .
Flagstar Bancorp, Inc. Common Stock* $ 8,419,464
Fidelity Retirement Government Money Market ' 3,685,856
FMTC Institutional Cash Portfolio ' 635,252
Mutual Funds
Fidelity Equity-Income Fund 316,095
Fidelity Diversified International Fund 1,412,155 .
Fidelity Dividend Growth Fund 3,853,302
Fidelity Freedom 2000 Fund 156,403
Fidelity Freedom 2010 Fund 308,455
Fidelity Freedom 2020 Fund 337,586
Fidelity Freedom 2030 Fund 353,087
Fidelity Freedom 2040 Fund 104,437
Fidelity Freedom Income Fund 126,152
Fidelity Growth Company Fund 3,528,229
Fidelity Independence Fund 961,916
Fidelity Low-Priced Stock Fund 725,272
Fidelity Mid-Cap Stock Fund 2,482,084
Fidelity Small Capital Retirement Fund . 428294
Fidelity U.S. Bond Index Fund 1,699,719
Spartan U.S. Equity Index Fund ‘ 2,692,056
Opakmark Select 1 155,044
Participant loans (interest rates ranging from 5.25% - 10.50%, ‘
wiﬂs various maturity dates) 1,049,376
$33,430,204

*Depotes party in interest.
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EXHIBIT 23

CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

We have issued our report dated July 10, 2003, accompanying the financial statements

and schedules included in the Annual Report of Flagstar Bank 401(k) Plan on Form 11-K for the

‘year ended December 31, 2002. We hereby consent to the incotporation by reference of said

report in the Registration Statement of Flagstar Bancorp, Inc. on Form S-8, effective April 30,
1999,

Yot Thvitnn LLP

Southfield, Michigan
July 15, 2003




